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Adopted and Filed

Pursuant to the authority of Iowa Code section 421.14, the Department of Revenue hereby amends
Chapter 71, “Assessment Practices and Equalizations,” Iowa Administrative Code.

The amendments to Chapter 71 implement new Iowa Code subsection 441.21(13), which was
enacted by 2013 Iowa Acts, Senate File 295, and which takes effect January 1, 2015. The Act created
a new classification of property for property taxation purposes called “multiresidential.” The subject
matter of new subrule 71.1(5) is the multiresidential property tax classification. The subject matter of
new subrule 71.12(3) is the determination of aggregate actual values of multiresidential real estate.
The subject matter of new rule 701—71.23(421,428,441) is the valuation and assessment of property
classified as multiresidential. The subject matter of new rule 701—71.24(421,428,441) is the valuation
and assessment of property with a dual classification.

Notice of Intended Action was published in the Iowa Administrative Bulletin as ARC 1593C on
August 20, 2014. An Amended Notice of Intended Action was published in the Iowa Administrative
Bulletin as ARC 1635C on October 1, 2014. A public hearing was held on October 27, 2014, at the
Wallace State Office Building, Des Moines, Iowa.

The Department received public comments regarding the application of the dual classification.
The amendments adopted by the Department are identical to the amendments published under Notice

of Intended Action.
Any person who believes that the application of the discretionary provisions of these amendments

would result in hardship or injustice to that person may petition the Department for a waiver of the
discretionary provisions, if any.

The Department of Revenue adopted these amendments on November 19, 2014.
After analysis and review of this rule making, no adverse impact on jobs has been found.
These amendments are intended to implement 2013 Iowa Acts, Senate File 295, division III.
These amendments will become effective January 14, 2015.
The following amendments are adopted.
ITEM 1. Amend subrule 71.1(1) as follows:
71.1(1) Responsibility of assessors. All real estate subject to assessment by city and county

assessors shall be classified as provided in this rule. It shall be the responsibility of city and county
assessors to determine the proper classification of real estate. There can be only one classification per
property. under this rule, except as provided for in paragraph 71.1(5)“b.” An assessor shall not assign
one classification to the land and a different classification to the building or separate classifications
to the land or separate classifications to the building (dual classification). A building or structure on
leased land is considered a separate property and may be classified differently than the land upon which
it is located. The determination shall be based upon the best judgment of the assessor following the
guidelines set forth in this rule and the status of the real estate as of January 1 of the year in which
the assessment is made. The assessor shall classify property according to its present use and not
according to its highest and best use. See subrule 71.1(8) 71.1(9) for an exception to the general rule
that property is to be classified according to its use. The classification shall be utilized on the abstract
of assessment submitted to the department of revenue pursuant to Iowa Code section 441.45. See rule
701—71.8(428,441).

ITEM 2. Amend subrule 71.1(4) as follows:
71.1(4) Residential real estate. Residential real estate shall include all lands and buildings which

are primarily used or intended for human habitation containing fewer than three dwelling units, as
that term is defined in subparagraph 71.1(5)“a”(5), including those buildings located on agricultural
land. Buildings used primarily or intended for human habitation shall include the dwelling as well as
structures and improvements used primarily as a part of, or in conjunction with, the dwelling. This
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includes but is not limited to garages, whether attached or detached, tennis courts, swimming pools,
guest cottages, and storage sheds for household goods. “Used in conjunction with” means that the
structure or improvement is located on the same parcel, on contiguous parcels, or on a parcel directly
across a street or alley as the building or structure containing the dwelling and when marketed for sale
would be sold as a unit. Residential real estate located on agricultural land shall include only buildings
as defined in this subrule. Buildings for human habitation that are used as commercial ventures,
including but not limited to hotels, motels, rest homes, and structures containing three or more separate
living quarters shall not be considered residential real estate. However, regardless of the number of
separate living quarters, multiple housing cooperatives organized under Iowa Code chapter 499A and
land and buildings owned and operated by organizations that have received tax-exempt status under
Section 501(c)(3) of the Internal Revenue Code, if the rental income from the property is not taxed as
unrelated business income under Iowa Code section 422.33(1A), shall be considered residential real
estate.

An apartment in a horizontal property regime (condominium) referred to in Iowa Code chapter
499B which is used or intended for use for human habitation shall be classified as residential real estate
regardless of who occupies the apartment. Existing structures shall not be converted to a horizontal
property regime unless building code requirements have been met.

ITEM 3. Renumber subrules 71.1(5) to 71.1(9) as 71.1(6) to 71.1(10).
ITEM 4. Adopt the following new subrule 71.1(5):
71.1(5) Multiresidential real estate. Multiresidential real estate shall include all lands and buildings

which are primarily used or intended for human habitation containing three or more separate dwelling
units as well as structures and improvements used primarily as a part of, or in conjunction with, the
dwelling units. For purposes of this rule, “used in conjunction with” means that the structure or
improvement is located on the same parcel, on contiguous parcels, or on a parcel directly across a street
or alley as the building or structure containing the dwelling units and when marketed for sale would be
sold as a unit. Multiresidential real estate shall include that portion of a building that is used for human
habitation and a proportionate share of the land upon which the building is situated, regardless of the
number of dwelling units located in the building, if the use for human habitation is not the primary use
of the building and such building is not otherwise classified as residential property. Multiresidential real
estate shall include mobile home parks, manufactured home communities, land-leased communities,
and assisted living facilities. Multiresidential real estate shall exclude properties referred to in Iowa
Code section 427A.1(8) or properties subject to valuation under Iowa Code section 441.21(2).

a. Definitions. For purposes of this subrule, the following definitions apply:
(1) “Mobile home park” means any land upon which three or more mobile homes, as defined

in Iowa Code section 435.1, or manufactured homes, as defined in Iowa Code section 435.1, or a
combination of such homes, are placed on developed spaces and operated as a for-profit enterprise with
water, sewer, or septic, and electrical services available. “Mobile home park” does not include homes
where the owner of the land is providing temporary housing for the owner’s employees or students.

(2) “Manufactured home community” means any site, lot, field, or tract of land under common
ownership upon which ten or more occupied manufactured homes, as defined in Iowa Code
section 435.1, are harbored, either free of charge or for revenue purposes, and shall include any
building, structure, or enclosure used or intended for use as part of the equipment of the community.
“Manufactured home community” shall not be construed to include homes, buildings, or other structures
temporarily maintained by any individual, educational institution, or company on their own premises
and used exclusively to house their own labor or students. “Manufactured home community” means the
same as “land-leased community” as defined in Iowa Code sections 335.30A and 414.28A.

(3) “Land-leased community” means any site, lot, field, or tract of land under common ownership
upon which ten or more occupied manufactured homes are harbored, either free of charge or for revenue
purposes, and shall include any building, structure, or enclosure used or intended for use as part of the
equipment of the land-leased community. “Land-leased community” shall not be construed to include
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homes, buildings, or other structures temporarily maintained by any individual, educational institution,
or company on their own premises and used exclusively to house their own labor or students.

(4) “Assisted living facility” means real estate that provides housing with services which may
include but are not limited to health-related care, personal care, and assistancewith instrumental activities
of daily living to three or more tenants in a physical structure which provides a homelike environment.
“Assisted living facility” also includes a health care facility, as defined in Iowa Code section 135C.1, an
elder group home, as defined in Iowa Code section 231B.1, a child foster care facility under Iowa Code
chapter 237, or property used for a hospice program as defined in Iowa Code section 135J.1.

(5) “Dwelling unit” means an apartment, group of rooms, or single room which is occupied as
separate living quarters or, if vacant, is intended for occupancy as separate living quarters, in which a
tenant can live and sleep separately from any other persons in the building. A vacant dwelling unit that
does not have active utility services is not considered to be intended for occupancy.

b. Dual classification. Assessors shall use dual classification on properties where the primary use
of the property is commercial or industrial and a portion or portions of the property meet the requirements
of the multiresidential classification. Properties where the primary use is multiresidential shall not
receive a dual classification but instead shall be classified multiresidential for the entire parcel. There are
only two permissible dual classifications: commercial/multiresidential and industrial/multiresidential.
The assessor shall assign to that portion of the parcel that satisfies the requirements the classification of
multiresidential property and to such other portions of the parcel the property classification for which
such other portions qualify. The assessor shall maintain the valuation and assessment of property with
a dual classification on one parcel record.

c. Section 42 housing. Property that has elected special valuation procedures under Iowa Code
section 441.21(2) and is rented or leased to low-income individuals and families as authorized by Section
42 of the Internal Revenue Code shall not be classified as multiresidential property as required by 2014
Iowa Acts, House File 2466, section 3.

d. Short-term leases. A hotel, motel, inn or other building where rooms or dwelling units are
usually rented for less than one month shall not be classified as multiresidential property.

ITEM 5. Amend renumbered subrule 71.1(6) as follows:
71.1(6) Commercial real estate. Commercial real estate shall include all lands and improvements

and structures located thereon which are primarily used or intended as a place of business where goods,
wares, services, ormerchandise is stored or offered for sale at wholesale or retail. Commercial realty shall
also include hotels, motels, rest homes, structures consisting of three or more separate living quarters and
any other buildings for human habitation that are used as a commercial venture and property that is rented
or leased to low-income individuals and families as authorized by Section 42 of the Internal Revenue
Code and has not been withdrawn from Section 42 assessment procedures under Iowa Code section
441.21(2). Commercial real estate shall also include data processing equipment as defined in Iowa Code
section 427A.1(1)“j,” except data processing equipment used in the manufacturing process. However,
regardless of the number of separate living quarters or any commercial use of the property, single- and
two-family dwellings, multiple housing cooperatives organized under Iowa Code chapter 499A, and land
and buildings used primarily for human habitation and owned and operated by organizations that have
received tax-exempt status under Section 501(c)(3) of the Internal Revenue Code, if the rental income
from the property is not taxed as unrelated business income under Iowa Code section 422.33(1A), shall
be classified as residential real estate.

An apartment in a horizontal property regime (condominium) referred to in Iowa Code chapter 499B
which is used or intended for use as a commercial venture, other than leased for human habitation, shall
be classified as commercial real estate. Existing structures shall not be converted to a horizontal property
regime unless building code requirements have been met.

ITEM 6. Amend renumbered subparagraph 71.1(7)“a”(2), introductory paragraph, as follows:
(2) Whether property is used primarily as a manufacturing establishment and, therefore, assessed as

industrial real estate depends upon the extent to which the property is used for the activities enumerated
in subparagraph 71.1(6)“a”(1) 71.1(7)“a”(1). Property in which the performance of these activities is
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only incidental to the property’s primary use for another purpose is not a manufacturing establishment.
For example, a grocery store in which bakery goods are prepared would be assessed as commercial real
estate since the primary use of the grocery store premises is for the sale of goods not manufactured by
the grocery and the industrial activity, i.e., baking, is only incidental to the store premises’ primary use.
However, property which is used primarily as a bakery would be assessed as industrial real estate even
if baked goods are sold at retail on the premises since the bakery premises’ primary use would be for
an industrial activity to which the retail sale of baked goods is merely incidental. See Lichty v. Board of
Review of Waterloo, 230 Iowa 750, 298 N.W. 654 (1941).

ITEM 7. Amend renumbered subparagraph 71.1(9)“a”(5) as follows:
(5) Definition of “subdivide.” As used in both paragraphs 71.1(8)“a” 71.1(9)“a” and “b,”

“subdivide” means to divide a tract of land into three or more lots.
ITEM 8. Renumber subrules 71.12(3) and 71.12(4) as 71.12(4) and 71.12(5).
ITEM 9. Adopt the following new subrule 71.12(3):
71.12(3) Multiresidential real estate.
a. Use of assessment/sales ratio study. Basic data shall be that set forth in rule 701—71.11(421),

refined by eliminating any sales determined to be abnormal or by adjusting same to eliminate the effects
of factors which resulted in the sales having been determined to be abnormal. The basic data used shall be
the assessment/sales ratio study conducted for sales taking place during the calendar year immediately
preceding the year in which the equalization order is issued. The director may also supplement the
assessment/sales ratio study with appraisals made by department of revenue appraisal personnel for the
year immediately preceding the year in which the equalization order is issued. The assessment/sales
ratio study including relevant appraisals, if any, shall be used to determine the aggregate actual valuation
of multiresidential real estate in each assessing jurisdiction. The director of revenue may consider sales
and appraisal data for prior years if it is determined the use of sales and appraisal data for the year
immediately preceding the year in which the equalization order is issued is insufficient to determine
market value. If such sales and appraisal data for prior years is used, consideration shall be given for
any subsequent changes in either assessed value or market value.

b. Use of other relevant data. The director may also consider other relevant data, including field
investigations conducted by representatives of the department of revenue, to determine the level of
assessment of multiresidential real estate.

Assessors shall provide any known facts or circumstances regarding reported sales transactions and
department appraisals which would indicate abnormal or unusual conditions or reporting discrepancies
which would necessitate exclusion or adjustment of sales or appraisals from the determination of
aggregate actual values. Assessors shall provide those facts within 45 days of receipt from the
department of information concerning sales and appraisal data proposed for assessment/sales ratio and
equalization purposes.

c. Equalization appraisal selection procedures for multiresidential real estate. To the extent
possible, multiresidential properties to be appraised by department of revenue personnel for use in
supplementing the assessment/sales ratio study shall be selected for each jurisdiction in the manner
outlined in paragraph 71.12(4)“c.”

The following restrictions shall render a property ineligible for the appraisal selection for
multiresidential property:

Vacant building
Current-year sale
Partial assessment
Tax-exempt
Only one portion of a total property unit (example—a parking lot of a grocery store)
Value established by court action
Value is not more than $10,000
Building on leased land
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ITEM 10. Amend renumbered subrule 71.12(4) as follows:
71.12(4) Commercial real estate.
a. Use of assessment/sales ratio study. Basic data shall be that set forth in rule 701—71.10(421),

refined by eliminating any sales determined to be abnormal or by adjusting same to eliminate the effects
of factors which resulted in the sales having been determined to be abnormal. The basic data used shall be
the assessment/sales ratio study conducted for sales taking place during the calendar year immediately
preceding the year in which the equalization order is issued. The director may also supplement the
assessment/sales ratio study with appraisals made by department of revenue appraisal personnel for the
year immediately preceding the year in which the equalization order is issued. The assessment/sales
ratio study including relevant appraisals, if any, shall be used to determine the aggregate actual valuation
of commercial real estate in each assessing jurisdiction. The director of revenue may consider sales
and appraisal data for prior years if it is determined the use of sales and appraisal data for the year
immediately preceding the year in which the equalization order is issued is insufficient to determine
market value. If such sales and appraisal data for prior years is used, consideration shall be given for any
subsequent changes in either assessed value or market value. Properties receiving a dual classification
with the primary use being commercial shall be included.

b. Use of other relevant data. The director may also consider other relevant data, including field
investigations conducted by representatives of the department of revenue, to determine the level of
assessment of commercial real estate. The diverse nature of commercial real estate precludes the use
of a countywide or citywide income capitalization study.

Assessors shall provide any known facts or circumstances regarding reported sales transactions and
department appraisals which would indicate abnormal or unusual conditions or reporting discrepancies
which would necessitate exclusion or adjustment of sales or appraisals from the determination of
aggregate actual values. Assessors shall provide those facts within 45 days of receipt from the
department of information concerning sales and appraisal data proposed for assessment/sales ratio and
equalization purposes.

c. Equalization appraisal selection procedures for commercial real estate. Commercial properties
to be appraised by department of revenue personnel for use in supplementing the assessment/sales ratio
study shall be selected for each jurisdiction in the followingmanner: outlined below. Properties receiving
a dual classification with the primary use being commercial shall be included.

(1) The department appraiser assigned to the jurisdiction shall determine a systematic random
sequence of numbers equal to the number of appraisals required and document the following steps.

1. The department appraiser shall compute the interval number by dividing the total number of
improved properties in the classification to be sampled by the number of appraisals to be performed.

EXAMPLE: In this example, ten appraisals are needed with a total of 397 improved commercial units.
Dividing 397 by 10, 39.7 is arrived at, which is rounded down to 39. This is the interval number.

2. The selection of the first sequence number shall be accomplished by having an available
disinterested person randomly select a number from one through the interval number.

EXAMPLE: In this example a number from 1 to 39 is to be selected. The person randomly selected
number 2.

3. The department appraiser shall develop a systematic sequence of numbers equal to the number
of appraisals required. Starting with the randomly selected number previously picked by the disinterested
person, add the interval number to this number and to each resulting number until a systematic sequence
of numbers is obtained.

EXAMPLE: In this example ten appraisals are needed, so a sequence of ten numbers must be
developed. Starting with number 2 and adding the interval number of 39 to it, each resulting number
provides the following systematic sequence: 2, 41, 80, 119, 158, 197, 236, 275, 314, 353.

(2) Number of improved properties.
1. City jurisdictions—Utilizing the assessment book or a computer printout which follows the

same order as the assessment book, consecutively number all the improved units and document the
procedure.
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2. County jurisdictions—Put the name of each city or township having improved units in the
classification to be sampled into a hat. Draw each one out of the hat and record its name in the order
of its draw. Likewise, record the respective number of improved units for each. Then consecutively
number all the improved units and document the procedure.

EXAMPLE:

City or
Township

Number of
Improved

Commercial Units
Code

Numbers
Franklin Twp. 4 1-4
Pleasant View 60 5-64
Jackson Twp. 9 65-73
Johnston 100 74-173
Polk Twp. 10 174-183
Washington Twp. 14 184-197
Maryville 106 198-303
Camden Twp. 10 304-313
Salem 84 314-397
Total 397

(3) The department appraiser shall determine the location of the improved properties selected for
appraisal and document the procedure.

EXAMPLE:

City or
Township

Number of
Improved

Commercial Units
Code

Numbers
Sequence
Number

Entry
on
Rolls

Franklin Twp. 4 1-4 2 2
Pleasant View 60 5-64 41 37
Jackson Twp. 9 65-73
Johnston 100 74-173 80,119,158 7,46,85
Polk Twp. 10 174-183
Washington Twp. 14 184-197 197 14
Maryville 106 198-303 236,275 39,78
Camden Twp. 10 304-313
Salem 84 314-397 314,353 1,40
Total 397

1. The department appraiser shall locate the property to be appraised by finding the relationship
between the sequence numbers and the code numbers and identify the property.

EXAMPLE: The first sequence number is 2. Since the improved commercial properties in Franklin
Township have been assigned code numbers 1 to 4, sequence number 2 is in that location.

To identify this property, examine the Franklin Township assessment roll book and stop at the second
improved commercial entry.
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The department appraiser shall document the parcel number, owner’s name, and legal description of
this property.

2. The department appraiser shall appraise the property selected unless it is ineligible because of
any of the following restrictions:

Vacant building
Current-year sale
Partial assessment
Prior equalization appraisal
Tax-exempt
Only one portion of a total property unit (example—a parking lot of a grocery store)
Value established by court action
Value is not more than $5,000 $10,000
Building on leased land
3. The department appraiser shall determine a substitute property if the originally selected one is

ineligible. In ascending order, select code numbers until an eligible property is found.
EXAMPLE: If code number 2 is ineligible, use code number 3 as a substitute. If code number 3 is

ineligible, use code number 4, etc., until an eligible property is found.
If the procedure described in 71.12(3)“c”(3)“3” 71.12(4)“c”(3)“3” moves the substitute property to

a city or township, select substitute code numbers in descending order until an eligible property is found.
If the procedure described in the previous paragraph moves the substitute property to a preceding

city or township, go back to the procedure of 71.12(3)“c”(3)“3” 71.12(4)“c”(3)“3” even if it moves the
substitute property to a subsequent city or township.

4. Select an alternate property for the originally selected property which also would be eligible.
This is necessary because at the time of appraisal the property may be found to be ineligible due to one
of the restrictions in 71.12(3)“c”(3)“2.” 71.12(4)“c”(3)“2.” Alternate properties are selected by using
the same procedure described in 71.12(3)“c”(3)“3.” 71.12(4)“c”(3)“3.”

5. Follow procedures 71.12(3)“c”(3) 71.12(4)“c”(3), items “1” to “4,” for each of the other
originally selected sequence numbers.

ITEM 11. Amend renumbered subrule 71.12(5) as follows:
71.12(5) Industrial real estate. It is not possible to determine the level of assessment of industrial

real estate by using accepted equalization methods. The lack of sales data precludes the use of an
assessment/sales ratio study, the diverse nature of industrial real estate precludes the use of a countywide
or citywide income capitalization study, and the limited number of industrial properties precludes the
use of sample appraisals. The level of assessment of industrial real estate can only be determined by the
valuation of individual parcels of industrial real estate. Any attempt to equalize industrial valuations by
using accepted equalization methods would create an arbitrary result. However, under the circumstances
set forth in Iowa Code subsection 421.17(10), the director may correct any errors in such assessments
which are brought to the director’s attention, including errors related to property with a dual classification
if the primary use of the property is from the industrial portions.

ITEM 12. Adopt the following new rule 701—71.23(421,428,441):

701—71.23(421,428,441) Valuation of multiresidential real estate. Multiresidential real estate shall
be assessed at a percent of its actual value as defined in Iowa Code section 441.21. In determining the
actual value of multiresidential real estate, city and county assessors shall use the appraisal manual issued
by the department of revenue pursuant to Iowa Code section 421.17(18) as well as a locally conducted
assessment/sales ratio study, an analysis of sales of comparable properties, and any other relevant data.

This rule is intended to implement Iowa Code sections 421.17, 428.4 and 441.21 as amended by
2013 Iowa Acts, Senate File 295.
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ITEM 13. Adopt the following new rule 701—71.24(421,428,441):

701—71.24(421,428,441) Valuation of dual classification property. Real estate with a dual
classification of commercial/multiresidential or industrial/multiresidential shall be assessed at its actual
value as defined in Iowa Code section 441.21.

71.24(1) Allocation of dual classification values. The assessor shall value as a whole properties that
have portions classified as multiresidential and portions classified as commercial or industrial using
the methodology found in rule 701—71.23(421,428,441). After the assessor has assigned a value to
the property, the value shall be allocated between the two classes of property based on the appropriate
appraisal methodology. The assessor shall allocate land value proportionately by class.

71.24(2) Notice of valuation. The valuation notice issued pursuant to Iowa Code section 441.23 shall
include a breakdown of the valuation by class for the current year and the prior year.

71.24(3) Protest of assessment. The valuation and assessment of property with a dual classification
shall be considered one assessment, and any protest of assessment brought under Iowa Code section
441.37 or subsequent appeal must be made on the entire assessment. Protests of assessments on the
valuation of only one class of property are not permitted. The board of review shall review the valuation
in total as both classifications are subject to the board’s adjustment in any review proceeding. Likewise,
any tribunal or court reviewing the board’s decision shall base its review on the entire assessment.

This rule is intended to implement Iowa Code sections 421.17, 428.4 and 441.21 as amended by
2013 Iowa Acts, Senate File 295.

[Filed 11/18/14, effective 1/14/15]
[Published 12/10/14]

EDITOR’S NOTE: For replacement pages for IAC, see IAC Supplement 12/10/14.
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